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Executive Summary

The European economy is currently facing major and
sometimes global upheavals. Digitisation, the climate
crisis, demographic change and escalating geopoliti-
cal tensions require bold, swift and targeted action by
the European Union and its Member States. The EU

approach of open strategic autonomy is at odds with
the new interventionist and protectionist approaches.

Against this backdrop, the European Commission

is focusing on a more active approach to industrial
policy. The Green Deal Industrial Plan and related le-
gislation and initiatives, such as the Net-Zero Industry
Act, the Critical Raw Materials Act, the new subsidy
framework and the European Hydrogen Bank, aim to
achieve technological retooling and innovation, value
creation and employment for a climate-neutral and
sustainable Europe. Reform of the EU electricity mar-
ket design is also part of the Green Industrial Plan.

From the perspective of employees, the active appro-
ach to shaping the industrial transformation is clearly
to be welcomed, but further deepening of the propo-
sed regulations, measures and initiatives with regard
to social issues and societal challenges is required.
The Commission's proposals can only succeed if

they focus on the social dimension of industrial
restructuring. Just transition approaches therefore
need to be reinforced as a cross-cutting issue in all
companies and regions concerned. For example, it is
necessary to address the creation of high-quality jobs
and the training of skilled workers, the development
of a European circular economy, the linking of social
and environmental conditions to the award of public
contracts or subsidies, the promotion of cooperation
and increasing co-determination at all political levels.

In addition, there is a need for ongoing strategic
development of the welfare state and public infrastruc-
ture. Financing has to be made available in this res-
pect. That is the only way we can adequately address
the climate crisis, reduce uncertainty and lead the
industrial base of the European model of prosperity
into a climate-neutral future. Viable transition paths
must be developed together with the European social

-

partners. These should meet the following require-
ments:

¢ Prosperity-based focus of the economy

¢ Linking decarbonisation to employment policy

issues

e Consideration of distribution aspects

¢ Involving national and European social partners in

the management of the transition; the focus must
be on people.

What is needed, therefore, is not only a green plan, but
also a social and fair plan for a carbon-neutral era.



AK's position

The revival of industrial policy

The European economy is currently facing major and
sometimes global upheavals. Digitisation, the climate
crisis, demographic change and escalating geopoalitical
tensions require bold, swift and targeted action by the
European Union and its Member States. Four key fac-
tors have ramped up the pressure to take action:

e the energy crisis triggered by the dependence of
many EU countries on Russian natural gas;

e ongoing problems in supply chains;

e China's pursuit of and claim to technology leaders-
hip in important future sectors such as solar energy,
battery cells and electromobility; and

e an ambitious Inflation Reduction Act in the USA.

Europe as an industrial location does not appear to

be equipped to meet these challenges, putting the
long-term existence of high-quality industrial jobs at
risk. Above all, the U.S. announcement of generous
subsidies (around USD 370 billion) tied to domestic
U.S. production is putting pressure on the EU and other
economies to change. This new U.S. protectionism,
which — like Chinese industrial policy, for example —
also contains interventionist elements, is at odds with
the EU approach of open strategic autonomy.

Against this backdrop, the Commission has recognised
that ,business as usual” is not an option if value crea-
tion and employment in Europe are to be safeguarded
and advanced. That realisation has led to a departure
from previous European economic and industrial poli-
cies. A horizontal industrial policy relying on market-ba-
sed solutions and competition has been replaced by
more active management. Stronger subsidy policies
and the softening of strict EU state aid rules and tar-
gets seek to lead Europe's industry into a climate-neut-
ral era and reduce strategic dependencies.

Back in 2019, the Commission under Ursula von
der Leyen attempted to position the EU globally as
a pioneer in forward-looking, sustainable industrial
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policy with the European Green Deal. Substantial public
funding is now available to support the transition to cli-
mate-neutral, digital and resilient production and value
creation and to boost the international competitiveness
of European locations and companies. For example,
one-third of the investments from the NextGeneratio-
nEU recovery plan and the current long-term EU budget
for 2021-2027, totalling 1.8 trillion euros, are dedicated
to the Green Deal. A number of Important Projects of
Common European Interest (IPCEls) have already been
supported to promote applied research and to develop
and expand strategic key technologies.

Despite these far-reaching announcements, the funds
made available and the ambitious EU climate targets —
at least a 55 percent lower net greenhouse gas emissi-
ons by 2030 compared with 1990 - little progress has
been made towards a forward-looking and sustainable
industrial realignment. The same applies to the goal

of reducing the heavy dependence on strategic and
critical raw materials, which has been on the EU’s radar
for some time. Furthermore, the EU Industrial Strategy
has already been revised twice in the current legislative
period — without any decisive breakthrough. That is
now expected to be achieved through the Green Deal
Industrial Plan, which was announced at the beginning
of February 2023. The Plan is intended to complement
existing efforts to transform industry under the Euro-
pean Green Deal and the EU Industrial Strategy, most
recently updated in 2021, including in particular the
Circular Economy Action Plan.

However, the Green Deal Industrial Plan is also accom-
panied by a different perspective on production and
value creation. In the past, liberalisation efforts at the
EU level meant that direct intervention in the market
and the promotion of individual industries was gene-
rally frowned upon. However, a shift towards active
industrial policy can now be observed. The aim is now
to expand renewable energies and other industries of
the future in a targeted manner, along with energy-in-
tensive production.



The transformation of Europe's industrial ecosystems

The reorientation toward a more active industrial policy
has also brought about a change in perspective. Whe-
reas policy-makers used to think rigidly in terms of par-
ticular industries, the pandemic and the energy crisis
have taught them that economic structures should be
viewed more as networks. The linear view of individual
value chains is giving way to a view of production and
value networks as an interplay between private, public
and semi-public actors, known as industrial ecosys-
tems.

Through the concept of industrial ecosystems, the
transformation of the economic area into a resilient,
digital and climate-neutral EU recognises the import-
ance of infrastructure, public and private capacities and
their interaction in creating value and employment while
safeguarding public interests. We expressly welcome
this new analytical perspective.

The Green Deal Industrial Plan as an industrial policy
framework

The Green Deal Industrial Plan, unveiled in February
2023, aims to intensify existing efforts to move Euro-
pe's industry into the carbon-neutral era. It is built on
four pillars:

1. A simplified, favourable regulatory environment for
net-zero industry so that the EU becomes a leader in
clean tech innovation,

2. Faster access to funding,

3. Enhancing skills in the workforce,

4. Open trade for resilient supply chains.

That will be implemented through a series of new legal
acts, including in particular

e the Net-Zero Industry Act and the Critical Raw Mate-
rials Act,

e along with the revision and flexibilisation of the exis-
ting legal framework for subsidies and

e the EU electricity market design and
e the establishment of a European Hydrogen Bank.

The Green Industrial Plan presents an ambitious stra-
tegy to build regional value chains and strengthen Euro-
pe's industrial base. However, the Commission always
restricts itself to incentive systems; the Plan fails to
specify mandatory production targets or specific paths
for attaining the targets with fixed intermediate targets.
The Plan therefore remains too vague and unspecific on
key issues related to the design of the transition.
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From the perspective of employees, the transition to
climate neutrality must go beyond merely achieving the
net-zero target and boosting competitiveness. What

is needed is an overall economic policy concept that
takes into account the breadth of the transition and all
its social and environmental impacts in the sense of a
just transition. It is therefore necessary to link industrial
policy issues to conditions and socio-political appro-
aches to solutions. Financing drives must be tied to
conditions regarding the quality of work and training
drives must be tied to workers' rights. In addition, it will
be necessary to actively involve the affected employees,
their representatives and civil society in order to allay
uncertainty and fear and jointly make restructuring
plans reality. So it is important to involve the EU social
partners in all aspects of the Industrial Plan and in the
bodies responsible for the restructuring.

Access to finance

In order to be able to provide targeted support to
companies in key sectors of the net-zero economy, the
Temporary Crisis Framework adopted in the wake of
Russia's attack on Ukraine will be extended and promo-
ted to a subsidy law for ,shaping environmental change.”
It allows for operating subsidies in the broadest sense
and also provides for tax breaks for companies in
strategically important sectors. The EU thereby aims

to attract new green businesses while preventing the
exodus of established companies.

However, the intensified allocation of subsidies at the
national level has led to damaging subsidy competition
between Member States over the past year. Small coun-
tries like Austria cannot win this; Germany and France
have provided nearly 80% of EU-wide business subsi-
dies in recent years. Regional differences and different
budgetary conditions must be taken into account; that
must be done in the framework of ,subsidy sharing”in
which several Member States participate. The EU itself
will also allocate funds, for which a new Strategic Tech-
nologies Fund (STEP) will be established. However, this
consists primarily of funds reallocated from existing
funds; it must therefore be assumed that much of the
necessary funding under the Green Industrial Plan will
continue to come from national budgets.

From the perspective of employees, it is above all
imperative that state aid be linked to binding social and
environmental conditions. What is needed are location
and employment guarantees by the beneficiary com-
panies, the obligation to comply with collective agree-
ments and the expansion of the co-determination rights
of the workforce, as well as fair pricing for end consu-
mers and requirements for the reinvestment of profits
from subsidised projects.
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Foreign trade policy

The fourth pillar of the Green Deal Industrial Plan invol-
ves shaping trade policy in the interest of transitioning
to a clean economy. The Commission remains com-
mitted to free trade agreements, despite widespread
criticism that, in their current form, they are detrimental
to the climate, the environment and the workforce. AK
notes with regret that the environmental and climate-re-
lated impact of international trade and freight transport
is not mentioned at all in the Commission documents.
As far as employees are concerned, trade policy must
prioritise the welfare of people and the environment;
there needs to be a revision of all trade agreements and
specific plans on how to advance the decarbonisation
of trade.

Net-zero: regulation for a climate-neutral industrial
sector

The stated goal of the draft regulation for a Net-Zero
Industry Act (NZIA) is to expand the manufacturing ca-
pacity of ,net-zero technologies" in Europe to 40 percent
by 2030. According to the Commission’s proposal,
these are: batteries, wind turbines, solar PV systems,
electrolysers, heat pumps, grid infrastructure and
technology for carbon capture and storage. Supply-side
incentives are to be created for this purpose: better
investment conditions, more flexible state subsidies,
accelerated approval procedures, and training and cont-
inuing education programmes for skilled workers.

However, what is fundamentally lacking, in order to
actually ensure Europe's strategic independence and
competitiveness on future markets in the long term,

is a holistic approach, i.e. expansion of the European
circular economy and addressing the green and digi-
tal (twin) transition. Regulatory instruments such as
government intervention in pricing and regulations such
as on mandatory recyclate quotas and product design
specifications should also be maximised. In addition,
there is a need for clear, realistic and binding expansion
paths with intermediate targets, including at the operati-
onal level, and a targeted demand policy.

Simplified permits & RTI

AK welcomes the planned simplification and accelera-
tion of approval procedures, but wishes to point out that
the relevant authorities will require additional financial
and human resources in order to comply with the shor-
tened deadlines while still adhering to the applicable
standards and ensuring the quality of the procedures.
Speeding up procedures should not be done at the
expense of the environment and local interests.

The development and testing of innovations is also

to be facilitated by the establishment of ,regulatory
sandboxes”. These newly defined, delineated areas
provide the greatest possible regulatory freedom.
While AK recognises the usefulness of such regulatory
sandboxes for research, it should also be ensured that
interests usually protected by regulatory standards are
not undermined. From the perspective of employees,
the main point is to ensure compliance with protective
regulations under labour and social laws.

Public procurement

At present, there are mostly comprehensive, sector-spe-
cific and technical catalogues of criteria for ,Green
Public Procurement” at the EU level, the application

of which is voluntary. The NZIA recognises that the
government plays the leading role as a contracting
authority and includes new, mandatory procurement
law provisions under which sustainability and resilience
criteria must be taken into account in the procurement
of net-zero technologies. The criterion of ,regional value
creation” is not included as a condition for the granting
of subsidies. However, it would be desirable to have at
least an additional requirement for production to be
local and limiting the transport kilometres of material
goods and services to be procured to a certain radius.

In general, reform of the EU procurement directives in
line with harmonised social and environmental criteria
is urgently needed, such as:

e Energy and material efficiency and waste and emis-
sion prevention as environmental suitability criteria;

e Soil and animal welfare as environmental award
criteria;

e Employment of groups of people who are disadvan-
taged on the labour market, quality-assured apprenti-
ceship training, long-term employment at the com-
pany, promotion of further training measures through
to the environmentally friendly exercise of current
activities, and retraining measures for green jobs as
social award criteria.

In addition, it is necessary to introduce mandatory ge-
neral contractor liability for subcontractors with regard
to labour and social standards throughout the EU in
order to prevent socially irresponsible procurement
practices (non-compliance with collective agreements
in subcontracting, bogus self-employment etc.) that are
geared solely to the lowest price.
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Training and further education drive

Through the NZIA, the Commission aims to create
high-quality jobs and ensure the skills they require at
all skill levels in net-zero industries. To that end, fun-
ding will be provided for Net-Zero Industry Academies,
which offer education and training on the develop-
ment, production, operation and recycling of green
technologies. The recognition of qualifications of
third-country nationals in this field will also be facilita-
ted. However, unilateral access that merely promotes
training opportunities and adapts skills to emplo-
yers' needs will not, per se, guarantee quality jobs; to
achieve that, labour rights must be strengthened and
compliance ensured.

Strategic independence under the Critical Raw Ma-
terials Act

In order to be able to meet the increasing demand for
raw materials for green technologies in the coming
decades, 10% of the required raw materials are to be
provided by 2030 through own mining, 40% through
own processing and 15% through recycling. The CRMA
unfortunately remains trapped in a one-sided focus

on securing the largest possible quantities of raw
materials for the EU. However, this is not enough in
itself. In parallel, raw materials must be used efficiently
and consumption must be reduced over the long term.
The EU, with 6% of the world's population, consumes
25-30% of all metals produced.

In order to achieve the expansion of mining and pro-
cessing capacities, strategic projects have been iden-
tifled that will benefit from simplified approval proce-
dures, among other things. AK welcomes that initiative,
but compliance with environmental and occupational
health and safety regulations must continue to be
ensured and public participation safeguarded.

The requirements for the sustainable implementation
of strategic projects also urgently need to be redefined.
Critical raw materials are repeatedly the subject of
reports on human rights violations and environmental
damage along their supply chains. It would therefore
be necessary for all companies involved in strategic
projects to come under the scope of the EU Supply
Chain Directive.

In cooperation with resource-rich third countries,
planned trade agreements that reinforce unequal and
unsustainable trade and production structures under
the pretext of conversion to climate neutrality must
be condemned in the strongest possible terms. AK

is firmly opposed to plans to crack down on export
restrictions and own-processing targets, thus making
it more difficult for resource-rich countries to build up
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their own industries.
Reform of the electricity market design

An energy system that can meet the challenges of the
future with regard to the energy transition must also
aim to provide a secure and affordable power supply
for all. Part of the Green Industrial Plan was therefore
also a revision of the EU electricity market design, but
this falls well short in its current form. Far-reaching
reforms are needed to ensure that consumer prices
correspond to production costs. The key demand of
the Chamber of Labour is that energy supply be legally
established as a pivotal part of services of general
interest and that overriding goals such as security of
supply, affordability and sustainability in the sense of
decarbonisation be given priority over profit interests.

In addition, it should be noted that — besides electrifi-
cation and the expansion of renewables — improving
energy efficiency is the most important measure on
the road to energy independence and net zero.

Hydrogen as a prerequisite energy source (hydrogen
bank)

Hydrogen is the beacon of hope for the energy tran-
sition, and now a market for this energy source is to
be built up; by 2030, the aim is to produce 10 million
tonnes in the EU and import the same amount. Howe-
ver, the EUR 3 billion made available for this purpose
does not appear to be sufficient; estimates put the
investment requirement at EUR 335 to 471 billion.
Nevertheless, hydrogen will remain a rare commodity,
so in addition to expanding supply, (indirect) demand
management will also be necessary. Hydrogen should
be targeted for use in industries that are difficult to
electrify, such as the steel, cement and chemical
industries and heavy transport.

The European Hydrogen Bank is intended as a finan-
cing instrument to close the cost gap between rene-
wable hydrogen and fossil fuels. The auction instru-
ment set up for the award of subsidies seems suitable
in principle; however, in the Chamber of Labour's view,
it would be desirable to also link the award of subsi-
dies to social and environmental conditions such as
location and employment guarantees and compliance
with minimum wages and collective agreements.
Setting a maximum price based on production costs
could also prevent overproduction.

In connection with imports, particularly from countries
in the global South, it is important to ensure that the
local population’s energy supply does not suffer due
to the production of hydrogen for export. It should
also be ensured that all projects are carried out in



compliance with strict social and environmental due
diligence obligations for the protection of workers and
the environment.

There is not yet sufficient focus on the situation on

the intra-European market. Here, it must be ensured
that competition is avoided thanks to joint procure-
ment and also that companies in all Member States
have access to affordable hydrogen. The employment
aspect should also be considered, with estimates of
one million new jobs by 2050. That requires suitable
education and training opportunities, as well as the
creation of acceptance and greater participation by
the public and social partners in the transition process.

Economic policy conclusions

There are signs that trouble is brewing in European
industrial policy. The European Union has been under
growing pressure since the U.S. began pursuing a
more active industrial policy on green technology
issues and China has been linking its hunger for
resources and energy to a strong drive for technology
leadership. The answer is now to be provided by the
European regulation on climate-neutral industry. Under
the regulation, the aim is to manufacture at least forty
percent of the technologies needed for the green
transformation in the EU by 2030 and thus become
less dependent on third countries.

For that to succeed, there is a need for greater Euro-
pean cooperation and the implementation of a missi-
on-oriented industrial policy that closely links structu-
ral, technology and employment policies.

Moreover, rapid transformation of the industrial sector
requires all relevant stakeholders to pull together. This
requires the active involvement of employees directly
affected by the restructuring in particular, as well as
their representatives and civil society, whether acti-
vists or local residents, for example when it comes to
the approval of production facilities. That is urgently
needed in order to reduce the uncertainties and fears
that people feel when faced with major changes

and to allay them as far as possible. Only by working
together will it be possible to develop the necessary
transition paths and then make them reality.

Research, innovation and technology development
play an important role in the development, market
introduction and market penetration of green techno-
logies. That involves not only technical and product
innovation, but also process innovation and — not
least — social innovation. The public sector must be
proactive in this regard. In social transformation pro-
cesses, the focus on the people affected is particularly
important, because they are the ones who contribute

A

their know-how, skills and work performance. Building
a comprehensive carbon-neutral industrial sector the-
refore requires mission-oriented and targeted RTI poli-
cies that support this process. This requires increased
cooperation and coordination among Member States.

Decarbonisation and the strengthening of Europe's
strategic autonomy will only be possible if massive
efforts are made to build a European circular economy.
That is immediately evident when we consider the
significant contribution of resource extraction and
processing to total greenhouse gas emissions — the
Commission puts it at 50%. Climate neutrality and
resource efficiency are thus directly related. We must
succeed in significantly reducing the use of resources
in our economy. The efforts of the Commission and,

in particular, of the individual Member States certainly
do not yet go far enough here. That requires not only
incentive systems, but also better regulation that deli-
vers what it promises. The guiding principle is: refuse,
reduce, repair, re-use, refurbish, repurpose and recycle!

A just transition means more than just investing in
green technologies and industries. Public funds and
economic policy measures should only be made
available on condition that they create employment
security and high-quality employment, as well as sus-
tainable prosperity. That would require a clear commit-
ment to compliance with collective agreements and to
union involvement in merger and investment decisions
at the company level. However, it would also be neces-
sary for beneficiary companies to provide location and
employment guarantees for greater planning security,
including for employees. What is needed, then, is not
only a green plan, but also a social and fair plan for a
carbon-neutral era.

In order to tackle the climate crisis and lead the
industrial base of the European prosperity model into
a climate-neutral future, the strategic further de-
velopment and quality of the welfare state and public
infrastructure, as well as the financial scope that is to
be created for that purpose, are crucial. In the view of
the Chamber of Labour, that requires sustainable and
viable transition paths that meet the following require-
ments:

e Prosperity-based focus of the economy
e Linking decarbonisation to employment policy
issues

e Consideration of distribution aspects

e Involving national and European social partners in
the management of the transition; the focus must
be on people.
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With the European Green Deal and the resulting regu-
lations, the Commission is attempting a turnaround

in industrial and economic policy. The Commission’s
goal is to make Europe a pioneer of green technolo-
gies and thus safeguard value creation and employ-
ment in the long term. To that end, it is developing a
range of measures to promote the economy, but it is
not making the most of possibilities in terms of regula-
tory and demand policy. What has been overlooked is
the fact that society is confronted not only with tech-
nological change but also social structural change

as a result of the promotion of net-zero technologies.
There are still many steps to take on the road to a cre-
dible, realistic but also fair transition to climate-neutral
European industry.
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